Public Purpose/Impact Analysis

Title of Project: World Jewelry Center - Disposition and Development
Agreement with an Owners Participation Agreement as Exhibit “C”

Project Description: World Jewelry Center (WJC) involves the
development of approximately 5.84 acres of vacant land known as Parcel E on
Union Park within the City of Las Vegas (the “Project”) with 1,350,000 square
feet of mixed-use development. The Project developer is Heritage-Nevada VIl
LLC of Beverly Hills, California. The Project involves two buildings with three
distinct but interrelated elements: 1) 815,229 sq. ft. of Class A office space on 42
floors 2) 139,052 sq. ft. of residential condominium space consisting of 98 units
on 10 floors. The Class A office and the residential condominiums make up an
iconic tower. 3) And approximately 225,000 sq. ft. of space to include various
stores, restaurants and related services in an adjacent building

The WJC will also have a parking structure which will consist of one below and
ten above grade levels with 2,778 parking spaces. The parking structure will
provide parking for the retail center as well as the office and residential units in
the tower.

Sponsor/Developer: Office of Business Development / City Parkway V, Inc.
Assistance Provided by: Applied Economic Analysis

Number of Direct Jobs Created: 4,001

Number of Indirect Jobs Created: 2,647

Number of Direct Jobs Retained: 0

Pertinent Statutes Used for Public Purpose:

N.R.S. 279, N.R.S. 244, N.R.S. 266, N.R.S. 268

How Does the Project Benefit the Public:

The developer is bringing a new national and international industry to Las Vegas
that currently does not exist in the City. A Foreign Trade Zone has been
approved for Parcel E to facilitate the success of the international venue. The
over 4,000 employees in the project will earn, on average, an annual wage of
$55,000, which is above the current median household income.




Quantitative Economic Benefits:

1) A total of 5,000 to 6,000 construction workers on site with 1,600
workers on site per day at peak development

2) 4,001 new jobs at build-out

3) $5.3 million new annual Tax Increment Revenue to the
Redevelopment Agency and $3 million annual to the Affordable
Housing Set-aside program

4) Project will bring 4,301 new residents to the valley

5) Project will create substantial demand for additional Hotel/Casino,
Retail, Office and residential space.

Private Investment:

$845,798,866 invested by developer in the construction of an iconic Class
A office tower with adjoining retail

Public Investment:

1) A reduced land price from a) high value of $180 per sq. ft. b)
Average value of $147.5 per sq. ft. c) low value of $115 per sq. ft. to
$40 per sq. ft.

2) Tax Increment Financing for a 50% rebate of available accrued
taxes. Possible TIF Note of $81,386,167

Total direct Economic Impact:

$290 million from construction workers annual over two or three years
$506 million annually at build-out from the 4,001 new jobs created

Net Present Value of $81,386,167 in tax increment to the Redevelopment
Agency

Total Indirect Economic Impact:

Adding to the critical mass of office, residential and retail components
needed for a successful downtown district.

Economic Impact Study Performed: Yes No XX

Return on Investment Analysis Performed: YesO No XX
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WORLD JEWELRY CENTER - LAS VEGAS
PUBLIC PURPOSE/PUBLIC BENEFIT ANALYSIS

World Jewelry Center (WJC) involves the development of approximately 5.84 acres of
vacant land known as Parcel E on Union Park within the City of Las Vegas (the
“Project”). The Project site is bounded by Grand Central Parkway to the west,
Bonneville Avenue to the south and the Union Pacific Railroad Rail Line to the east. The
Project developer is Heritage-Nevada VIII, LLC of Beverly Hills, California.

The Project involves two buildings with three distinct but interrelated elements:

1) 815,229 sq. ft. of Class A office space on 42 floors
2) 139,052 sq. ft. of residential condominium space consisting of 98 units on 10 floors

The Class A office and the residential condominiums make up an iconic tower.

3) And approximately 225,000 sq. ft. of space to include various stores, restaurants and
related services in an adjacent building

The WJC will also have a parking structure which will consist of one below and ten
above grade levels. The parking structure will provide parking for the retail center as
well as the office and residential units in the tower.

The developer has asked the City of Las Vegas Redevelopment Agency to consider
providing tax increment financing incentives. The Agency is proposing in the Owner
Participation Agreement (OPA) to offer a rebate of 50% of Available Accrued Real
Property Taxes collected by the Agency based on the scope of the Project.

In order to evaluate the public purpose and benefits of the proposed project, the Agency
is following the guidelines established in the Community Redevelopment Law. Pursuant
to NRS 279.486, in order for the Project to participate in TIF, the Agency must determine
(a) The buildings, facilities, structures or other improvements are of benefit to the
redevelopment area or the immediate neighborhood in which the redevelopment area is
located; and (b) no other reasonable means of financing those buildings, facilities,
structures or other improvements are available. The Agency has determined that the
Project satisfies both of these tests. In reaching this determination, the Agency is making
the following findings which are supported by the following supporting documentation:

SUMMARY OF REQUIRED FINDINGS

PER NRS CHAPTER 279.486(a)

NRS foes Supporting
; S Finding S PROXENE
Subsection | _ ; | Documentation
1. | 279.486(2)(a)(1) Encourage the creation of new business or | Economic & Fiscal Impact
other appropriate development Analysis

2. | 279.486(2)(a)2) Create jobs or other business opportunities | Applied Economics Analysis
for nearby residents




NRS Ly Supportin
: Finding PP g .
Subsection Documentation
3. | 279.486(2)(a)3) Increase local revenues from desirable Applied Economics Analysis
sources
4, | 279.486(2)(a)4) Increase levels of human activity in the Applied Economics Analysis

redevelopment area or the immediate
neighborhood in which the redevelopment
area is located

5 279.486(2)(a)(5) Possess attributes that are unique, either as | Applied Economics Analysis
to type of use or level of quality and design

6. 279.486(2)(a)(6) Require for their construction, installation Employment Plan
or operation the use of qualified and
trained labor

7. | 279.486(2)(a)7) Demonstrate greater social or financial Applied Economics Analysis
benefits to the community than would a
similar set of buildings, facilities,
structures or other improvements not paid
for by the agency

8. | 279.486(c) Comparisons between the level of spending | Applied Economics Analysis
proposed by the agency and projections,
made on a pro forma basis by the agency,
of future revenues attributable to the
buildings, facilities, structures or other
improvements

9. |279.486(a)(2) No other reasonable means of financing Tax Increment Financing
those buildings, facilities, structures or Application Summary
other improvements are available

Finding 1:  The Project encourages the creation of new business or other
appropriate development.

Finding 2:  The Project creates jobs or other business opportunities for nearby
residents.

Finding 3:  The Project Increase local revenues from desirable sources.

Finding4:  The Project Increase levels of human activity in the redevelopment
area or the immediate neighborhood in which the redevelopment area is located.

Finding 5:  The Project possesses attributes that are unique, either as to type of
use or level of quality and design.

The attributes of the project are truly unique. The proposed World Jewelry Center does
not currently exist in the City of Las Vegas, and will enhance the national and
international business identity of Downtown Las Vegas.



Finding 6:  The Project requires for its construction, installation and operation
the use of qualified and trained labor.

The Tower section of the project, which will contain the office and residential
components, will be made up of 52 floors. The developer estimates 5,000 to 6,000
construction workers will be employed on the project over the course of construction. At
peak development there could be 1,600 construction workers on the site each day. The
Agency will require the developer to pay Prevailing Wage to all workers employed in the
construction of the core and shell of the project. According to the Nevada Labor
Commissioner the lowest prevailing wage for a Laborer is $37.64 per hour or $78,297
annually, which means WJC during construction could disburse more than $126 million
in wages to local constrution workers. The employee economic impact during
construction would be almost $290 million annually.

For permanent employment, the developer is estimating that the project will employ over
4,000 people who will earn approximately $220 million in wage and salary payments
each year. This generates an annual employee economic impact of $506 million. In
addition to these new jobs the project will attract an additional 4,301 new residents to the
valley.

Applied Economics Analysis showed that the direct, indirect, and induced labor would
yield 6,684 new employees earning $95.6 million annually. Other new development that
will be driven because of the construction of World Jewelry Center is an additional:

71,890 sq ft of Hotel/Casino 1,064,159 sq ft of Retail
421,660 sq ft of Office 594,548 sq ft Supporting Business Venues
1,519 Residential Units

The Developer has prepared an Employment Plan to ensure the use of qualified labor
during the construction of the Project. The Employment Plan is attached as Exhibit F to
the Owner Participation Agreement.

Finding 7:  The Project demonstrates greater social and financial benefits to the
community than would a similar set of buildings, facilities, structures or other
improvements not paid for by the Agency.

The developer is bringing a new national and international industry to Las Vegas that
currently does not exist in the City. A Foreign Trade Zone has been approved for Parcel
E to facilitate the success of the international venue. The over 4,000 employees in the
project will earn, on average, an annual wage of $55,000, which is above the current
median household income.

Finding 8: The Project would result in the Agency receiving a substantially
higher level of future net revenues attributable to the buildings, facilities, structures
or other improvements.



This is shown in great detail in the spreadsheet analysis, which is attached to this report
as an appendix. Because of the massive size of the Project on such a small parcel of
ground the Agency could receive over $5 million annual even after providing Tax
Increment Financing. The Affordable Housing Set-aside program could receive almost
$3 million annually.

Finding 9:  No other reasonable means of financing are available, because the
Project with the events center has negative annual cash flow (debt service exceeds
net operating income).

The current construction market is building Class A office space at a price between $300
and $600 per square foot. Project costs for World Jewelry Center are at $766 per square
foot necessitating financial assistance. This final finding is supported by the developer’s
Tax Increment Financing Application where the tax increment fills a $81,386,167
financial gap in the funding of the Project. Included in the application is an affidavit
from the developer.



ASSUMPTIONS

Most of our buyers/tenants will be relocating management personnel and highly skilled
workers from other states and countries, but will hire and train most of their other staff
locally. Very few will be relocating from within Clark County, or Nevada as a whole.
For the most part it is presumed that they will be locating branch offices or
sales/distribution centers in WIC, not company headquarters. Some may opt to
headquarter at WIC if they can take advantage of the lack of state income tax.

Target market for residential condominium sales will be couples without children, young
professionals, and corporate executives. Average occupancy is presumed 1.5 adults per
residential condominium. About a third of the condominiums will be sold to buyers of
commercial condo units, and the balance would have a profile similar to other luxury
high rise properties. We are assuming a 30% average year round occupancy.

Total Direct Employment (No. of permanent employees) - 4,001 (see excel worksheet
for breakdown)

Percentage of Employees currently living in city limits - 5% to 8% of WJC total
employment would currently reside within City limits. 30% of Las Vegas residents
employed at WIC after total buildout is much more indicative of the total employees who
would live in Las Vegas after relocating to the World Jewelry Center, perhaps even more,
depending upon the timing and variety of housing choices within Union Park.

Total Annual Payroll (§) - $219,754,000

Percent skilled workforce - 58%

Percent semi-skilled workforce - 31%

Percent unskilled workforce - 11%Total Hard Cost - $496,613,000

Total Equipment (Fixtures) Purchase, local: - $63,160,000

Total Equipment (Fixtures) Purchase, nonlocal: - $33,000,000Monthly Electric Cost -
$133,760

Monthly Natural Gas Cost - $158,000

Monthly sewer usage (in 1,000 gallons) — 850 New Street Miles added (estimate of linear
street mileage around WIC) - 2,415 lineal feet (approx 'z mi)

Average square feet per residential unit - 1,447 SF
Matt Construction believes that 5,000-6,000 construction jobs will be created during the

development of WIC. Average over 1,000 workers each day with 1,600 workers at peak
point.



HERITAGE NEVADA VIII LL.C

WORLD JEWELRY CENTER PROJECT
ECONOMIC IMPACT MODEL DATA

Employee per sf| Gross area | # of Employees
(SF)

TOWER
Offices (11-42 floors) 250 752,182 3,009
Bank 1st & 2nd floors 250 10,930 44
Restaurant 2nd floor 100 10,145 101
Retail Ground Floor 250 2,286 9
Exhibit Hall 500 23,879 48
Club 250 23,879 96
Spa/Fitness 250 10,000 40
Valet 24/7 (day shift=25) 75
Bldg Engineers (24/7) 12
Security 24/7 (day shift=40) 120
Office Management 2,286 8
Cleaning Staff 30
Concierge Residential (24/7) 3
Concierge Tower Lobby (24/7) 3
RETAIL (2 stories)
Retail 500 69,267 139
Office Management 8
Restaurants 100 10,701 107
Food Court 100 6,127 61
Spa 250 11,507 46
Raw Bar 100 2,094 21
Tea Kitchen 100 2,237 22
TOTAL EMPLOYEES 4,001

File: WIC Employee Matrix 122107 (2).xls

Created: 12/21/07
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